
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

KENTON COUNTY WATER DISTRICT NO. 1 1 
) 
) CASE NO. 
) 92-402 

AN INVESTIGATION INTO THE MONTHLY 1 
SURCHARGE ON SUB-DISTRICT A CUSTOMERS 1 

O R D E R  

On November 24, 1992, the Commission ordered Kenton County 

Water District No. 1 ("Kenton District") to show cause why certain 

limitations and restrictions should not be placed on the collectlon 

and accounting of proceeds from the surcharge which it assesses its 

Sub-District A customers, why additional reporting requirements 

should not be attached to the aesessment of this surcharge, and why 

this surcharge should not be adjusted to reflect changing debt 

service and customer levels. 

Following the commencement of this proceeding, Kenton District 

and Commission Staff entered into negotiations. On March 31, 1993, 

a Settlement Agreement was executed and submitted to the Commission 

for approval. 

After reviewing the Settlement Agreement and being otherwise 

sufficiently advised, the Commission ffnds that the Settlement 

Agreement is in accordance with the law, does not violate any 

regulatory principle, results in a reasonable resolution of this 

came, and is in the public interest. 



IT IS THEREFORE ORDERED that: 

1. The Settlement Agreement, appended hereto, is incorporated 

into this Order as if fully set forth herein. 

2. The terms and conditions set forth in the settlement 

Agreement are adopted and approved. 

3. This case is closed and shall be removed from the 

Commission's docket. 

Done at Frankfort, Kentucky, this 19th day of A p r i l ,  1993. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

-n,W 
Executive Director 



A r r E m I x  TO AN ORDER OF THE KENWXT r u n m  SERVICE 
COMNISSION I N  CASE NO. 9 2 - 4 8 2  DATED APRIL 19, 1993 

RECEIVED 
COMMONWEALTH OF KENTUCKY 

APR 0 1 1993 
BEFORE THE PUBLIC SERVICE COMMISSION 

PUBLIC S6RVICE 
COMMISSION 

In the Matter of: 

KENTON COUNTY WATER DISTRICT NO. 1 1 

AN INVESTIGATION INTO THE MONTHLY 

1 
) CASE NO. 
) 92-482 

SURCHARGE ON SUB-DISTRICT A CUSTOMERS i 

SETTLEMENT AGREEMENT 

THIS AGREEMENT is made and entered into this & day of 
, 1993, by and between the STAFF OF THE PUBLIC MA& 

SERVICE COMMISSION OF KENTUCKY ("COmmfssfOn Staff") and KENTON 

COUNTY WATER DISTRICT NO. 1 ("Kenton District"). 

W I T N E S S E T H :  

THAT, WHEREAS, On April 27, 1992, Kenton District, pursuant to 

KRS 278.023, applied for a certificate of public convenience and 

necessity to construct certain water mains to serve its newly 

created Sub-District A, for approval of its financing plan, and for 

authority to assess a surcharge to Sub-District A customers: 

WHEREAS, on May 14, 1992, the Public Service Commission 

("Commission") in Case No. 92-179 authorized Kenton District to, 

-- inter alia, assess a monthly surcharge of $24.34 to Sub-District A 

customers, but placed no limitations on the uee of surcharge 

proceeds or the amount of surcharge collections; 

WHEREAS, on November 24, 1992, the Commission ordered Kenton 

District to show cause why certain limitations and restrictione 

should not be placed on the collection and accounting o f  eurcharge 



proceeds, why additional reporting requirements should not be 

imposed, and why the surcharge should not be adjusted to reflect 

changing debt service and customer levels; 

WHEREAS, Commission Staff and Kenton District stipulate: 

1. 

2 .  

3 .  

4 .  

5 .  

6 .  

7. 

Kenton District is a water district formed 
under KRS Chapter 74. 

On April 27, 1992, Kenton District applied to 
the Commission for a certificate of public 
convenience and necessity to construct certain 
water mains to serve its Sub-District A and 
for approval of its plan to finance this 
construction. 

Kenton District proposed to finance the 
$1,608,744 cost of the proposed project from 
the following sources: (a) Community 
Development Block Grant ($750,000); (b)  a low 
interest loan from Kenton County Fiscal COUlt 
($50,000); (c) customer paid connection fees 
($38,000): and ( d )  proceeds of a Kenton 
District Revenue Bond Issue ($770,744). 

According to its application, Kenton District 
intended to provide interim financing with the 
issuance of $800,000 of five-year bond 
anticipation notes. Kenton District proposed 
refinancing these notes with revenue bonds 
maturing over a 20-year period. 

Kenton District's proposed financing plan also 
included the assessment of a monthly surcharge 
of $24.34 to Sub-District A customers. 
Proceeds of this surcharge would service the 
debt instruments issued to finance the water 
main construction. The level of the proposed 
surcharge was based upon Sub-District A 
serving approximately 235 customers. 

In its application/ Kenton District asserted 
that KRS 278.023 governed the Commission's 
review of its application. 

On May 14, 1992/ the Commission granted Kenton 
District a certificate of public convenience 
and necessity to construct the proposed water 
mains, approved its financing plan and 
authorized the proposed monthly surcharge for 
Sub-District A customers. In its Order of May 
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14, 1992 in Case No. 92-179, the Commission 
found that KRS 278.023 did "not grant the 
Commission any discretion authority to modify 
or reject any portion" of the application. 

8 .  As to the proposed water main construction 
project, Kenton District was not a party to 
any agreement with either the Kentucky 
Department of Local Government (DLG) or the 
U.S. Department of Housing and Urban 
Development (HUD). 

9. DLG administers the Community Development 
Block Grant Program for HUD in the state of 
Kentucky. 

10. Kenton County Fiscal Court entered into an 
agreement with DLG for a $750,000 Community 
Development Block Grant to fund the proposed 
water main construction. 

11. On September 24, 1991, Kenton District entered 
into a cooperation agreement with Kenton 
County Fiscal Court for the administration of 
the Community Block Development Grant awarded 
to Kenton County Fiscal Court for the proposed 
water main construction. A copy of this 
Agreement is attached as Exhibit A. 

12. Kenton County Fiscal Court provided $50,000 to 
Kenton District in the form of a deferred 
payment loan at 3 percent interest. The loan 
will become due and payable only after 
sufficient customers are obtained to reduce 
user rates to approximately $26.00 per month. 
A copy of the resolution authorizing this loan 
is attached as Exhibit 8 .  

13. Since the issuance of the May 14, 1992 Order, 
Kenton District has made several changes to 
its financing plan. Instead of issuing 
interim bond anticipation notes, Kenton 
District issued $800,000 of Kenton District 
Revenue Bonds maturing over a 25-year period. 
The Commission authorized the issuance of 
these bonds by Order dated November 6, 1992 in 
Case No. 92-400. 

14. Kenton District substantially completed 
construction of the water main extension and 
began serving Sub-District A customera in 
November 1992. It billed approximately 212 
Sub-District A customers for service in 
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December 1992 and approximately 234 Sub- 
District A customers for service in January 
1993. Kenton District expects to serve an 
additional 42 Sub-District A customers by 
December 31, 1993. 

15. On December 10, 1992, Kenton District issued 
25-year Revenue Bonds, the proceeds of which 
were used, inter alia, to finance the proposed 
water main construction. The total cost to 
service that bonds devoted to the proposed 
water main construction io $1,527,490. 

WHEREAS, Kenton District and Commission Staff desiro to settle 

the issues raised by this proceeding. 

NOW, THEREFORE, Kenton District and Commission Staff agree as 

f ollows : 

1. Kenton District shall continue to assess the monthly 

surcharge authorized in Case No. 92-179 to its Sub-District A 

customers. Surcharge proceeds will be used only to service the 

debt issued to finance the construction of the facilities 

certificated in Case No. 92-179. 

2. Effective May 1, 1993, Kenton District shall reduce the 

level of its monthly surcharge from $24.34 to $22.73. Kenton 

District shall, within ten days of Commission approval of this 

Agreement, file revised tariff sheets which state the reduced 

surcharge level and which further state that Kenton District will 

cease assessing the surcharge when surcharge billings total 

$1,577,490. 

3. Kenton District shall cease assessing the surcharge when 

surcharge billings total $1,577,490. In the event Kenton District 

refinances the bonded indebtedness authorized in Case No. 92-400, 
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tho cornmisoion may adjust tho total revenue which Kenton District 

may b i l l  and collect From the aurchargo to comport with the change. 

4. Boginning May I, 1993, Kenton District shall identiEy the 

ourclurgo an a oaparate line item on Ita bills to Sub-District A 

cuatoiner u . 
5. On April 1, 1994, and each year thereaEter 80 long as 

KenI.on DiBtriCt a88esse8 tho monthly surcharge, Kenton District 

will adjuot tho surcharge level to reflect tho number oE Sub- 

DiQLriCt A cuotomers as of December 31 oE the preceding year and 

tho outotanding debt service requirements on the debt which was 

loouod Lo financo the subject facilities. 

6 .  Beginning in 1994, for the period November 1992 through 

December 1993 and €or each calondar year thereaftor in which the 

surcharge is e.f!f!ective, Kanton District shall, when submitting the 

annual financial and statistical report required by Commission 

Regulation 807 KAR 58006,  Section 3(1), also submit a written 

report lioting 

( a )  the numbor oE cuotomers in Sub-District A a6 oE 

December 31 oP tho preceding year; 

(b) total surcharge billed during the preceding calendar 

yoar I 

(c) accumulatod surcharge billed; and 

(d) remaining debt eervlce on the debt which Kenton 

District issued to finance the facilitiee in question. 

7.  Thio Sattloment Agreement ie subject to the approval of 

the Comloeion. 
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8. Commission Staff will recommend to the Commission that 

this Settlement Agreement be approved and that this proceeding be 

closed and removed from the Commission’s docket. 

9. If the Commission fails to accept and approve this 

Settlement Agreement in its entirety, this proceeding shall go 

forward and neither the terms of this Settlement Agreement nor any 

matters raised during settlement negotiations shall be binding on 

any signatory. 

10. If the Commission accepts and adopts this Agreement in 

its entirety and enters an Order in this proceeding to that effect, 

Kenton District shall not apply for rehearing in this proceeding 

nor bring an action for review of that Order in Franklin Circuit 

court, 

11. This Settlement Agreement is submitted for purposes of 

this case only and is not binding upon the signatories in any other 

Commission proceeding nor is it to be offered or relied upon in 

other Commission proceedings involving the signatories. 

AGREED TO BY: 

KENTON DISTRICT 

v Date 
BY: ”I& b’.I.c.& 2 I I &&- 
Title: Y&UA- L& p2-&&4= 

COMMISSION STAFF 

3 1  M u c L  \qq3 
Date 
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, .. COOPERATION , .  AGREEMENT BETWEEN . .  . :,..;. 

KENTON COUNTY, KENTUCKY AND THE 

KENTON COUNTY WATER DISTRICT 

THIS AGREEMENT, e n t e r e d  i n t o  t h i s  2 3  day of A& I 

1 9 2 ,  by a n d  between t h e  Kenton  County F i s c a l  CLur t ,  Cov ing ton ,  
Kentucky ( l i e r e i n a f  t e r  ca l l ed  " G r a n t e e "  1 and t h e  Kenton County Water 
D i o t r i c t  ( l i e r a i n a f t e r  ca l led  "LPA")  ; 

WITNESSETH: 

Kenton County ,  Kentucky,  a c t i n g  p u r s u a n t  t o  a n  Order  by t h e  Fiscal 
C o u r t ,  h a s  r e c e i v e d  n p p r o v a l  o f  a n  a p p l i c a t i o n  f i l e d  w i t h  t h e  
Kentucky Depnrtment o f  L o c a l  Government, D i v i s i o n  of Community 
Progromo ( h e r e i n a f t e r  ca l led  t h e  " S t a t e " )  f o r  f u n d i n g  o f  a Fiscal 
Year 1 9 9 1  CDBG Program i n  a c c o r d a n c e  w i t h  p r o v i s i o n s  o f  t h e  
Kentucky Community Development  B lock  Grant  Program. The  specif ic  
p r o j e c t  , f o r  which t h e  f u n d i n g  under  t h e  Kentucky Community 
Development Block G r a n t  Program h a s  been o b t a i n e d  i s  f o r  e x t e n s i o n  
o f  w a t e r l i n e s  i n  t h e  Kenton  Coun ty  Water District .  

T i t l e  I of t h e  Housing a n d  Community Development A c t  of 1974, a8 
omendod t h r o u g h  P.L. 97-35 ,  r e q u i r e s  t h a t  g r a n t  award a n d  
a d m i n i s t r a t i o n  b e  i t i i t i a t e d  b y  e i t h e r  a C i t y  o r  a County  app l i can t ,  
u n l e s s  a C o o p e r a t i o n  Agreemen t  i s  p repa red  between sa id  C i t y  or 
Coun ty  a n d  o Cf ty /Coun ty  e n t i t y  e s t a b l i s h e d  under  KRS C h a p t e r  74 .  
I n  a c c o r d a n c e  w i t h  r e q u i r e m e n t s  fo r  a Coopera t ion  Agreement f o r  t h e  
Kenton  County Water D i s t r i c t  t o  administer t h e  proposed Community 
Ucvolop!tlclil: Dlock G r a n t  P u L l i c  F a c i l i t i e s  Program, Kenton C o u n t y ,  
Kentucky,  and  t h e  Kenton  Coun ty  Water District  agree as fo l lows t  

1. 

@ 

D 

T h a t  t h e  Uni ted  S ta tes  of America and  t h e  Secretary of Housing 
a n d  Urban Development a n d  t h e  Commonwealth of Ken tucky  be ,  a n d  

0 



hereby are, assured of full compliance by the Kenton County 
Fiscal Court atid tho Kenton County Water Distriot with 
certifications relating to all regulations and administration 
of Civil Rights Acts, citizen participation, relocation 
payments, acquisition policies, accounting proceduran, tho 
Hatch Act, minimum wage and minimum hour provisions of the 
Fair labor Standards Act and all requiremente of tho National 
Environmental Policy Act of 1968; 

2 .  That all policy decisions relating to types of aCtiVitfmm 
included in the application will be approved by the Grant-; 

' 3 .  That the Kenton County Water District (LPA)  hereby 
designnted os the agent for the Grantee in administering and 
implementing the Community Development Program; 

4 .  That the Kenton County Water District ( L P A )  will approve all 
reports, expenditures and other correepondence and data 
necessary to implement the program and reports on said 
implementation will be made to the Grantee each month for 
their information; 

5. That Dennis Willaman, blanager, acting as ogent for the Kenton 
County Water District, is hereby designated 8 s  official 
representative to coordinate the Community Development 
activities with the Kenton County Water District and the Judge 
Executive of Kenton County is designated a8 the official 
representative to coordinate the Community Development Block * 

Grant Program with County activities. Members of the Kenton 
County Fiscal Court shall be kept fully informed of all 
activities and shall be invited to all meetingo relating to 
the CDBG Program; 

6 .  That this Cooperation Agreement is in effect until the 
completion of the fiscal year 1991Community Development Block 
Grant Program is approved by the Commonwealth of Kentucky; 

7. That decisions made relating to activities and/or programs 
will be made giving consideration to the citizen input: 

0 .  That tho Chief Executive of the County will be authorized to 
sign the standard forms for execution of the grant to tho 
Kentucky Department of Local Government. 

- 
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I N  WITNESS WUEREOF, t h e  Judge Executive of Kenton County, Kmntuoky, 
and t h e  Manager of t h e  Kenton County Water District have .' 
r e s p o c t i v e l y  s i g n e d  t h i s  agreement and caused t h e i r  rampmotivo 
s e a l e  to  be a f f i x e d  and a t t e s t e d  as of t h e  date and year firmt 
wri t ton above. 

. .. 
e 

SEAL 

. A T P S T :  

SEJLL 

KENTON COUNTY WATER DISTRICT 

f ? J L  
MANAGER 
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EXHIBIT B - 

I<  I2 s 0 L u '1'1 0 H 

IJHEREAS, the Fiscal c o u r t  submi t t ed  a n  a p p l i c a t i o n  w i t h ,  ( >  1 4  

,I; 
* .  I, ,:. 

' .  . 
I J I I E R E A S ,  i n  Sep tember ,  1 9 9 1  t h o  Depar tment  of Local : ):'.. '; 

the Kentucky Depar tment  of? Local Government i n  Ma , 1991 for 
water projoct I n  sou t l i e r i l  Kenton County? and 

Government awarded KQntOn Count wi th  a Sf00,OOO g r a n t  for 
the p r o j e c t  instead of t h o  amoun! o r i g i n a l l y  requested, and 

a p p l i c a t i o n  which e e e k s  t o  i n c r e a s e  t h e  $SOO,OOO g r a n t  by ,,'$ , , b , ,  

$ 2 5 0 , 0 0 0  t o  t h e  o r i g i n a l  $7SO,OOO roquee ted ,  and as  a p a r t  
o f '  sa id  ' amonded a p p l i c a t i o n  a g r e e e  to p r o v i d e  $ 3 0 , 0 0 0  l o c a l  
match in t h e  form of II deferred payment loan a t  t h r a c  ( J )  (,. ,,,!, 
p e r c e n t  i n t e r e s t .  

a \ , * !  

I, ', 
NOW, THEREFORE, B E  IT  RESOLVED BY TllE FISCAL COURT, 

! 
Wie Kenton County  F i s c a l  Cour t  hereby au tho r i zes  i t a  ' 

*~ 

a $ 7 5 0 , 0 0 0  Community Development Dlock G r a n t  for P K asa I of, a ,.. 

1 .  

IJHEREAS, t h e  F i s c a l  Cour t  d e s i r e s  t o  aubmi t  M amandad 1)  1 -  

# I .  . .  I '  

COUWtY. OF KENTON, COI4MONWEALTlI O F  KENTUCKY THAT: 

J u d  e / E x e c u t i v e  C lyde  W .  Fliddleton t o  s ign  an amended, 
app i c a t i o n  Cor Phase  I of t h e  s o u t h e r n  Kenton County watar 
p r o j e c t  f o r m a l l y  r e q u e s t i n g  t h e  $ 2 5 0 , 0 0 0  in addi t ional  r an t  . . #  
fund8  and f u r t h e r  agrees, as a p a r t  of t h e  amended app P ica- 
t i o n ,  t o  make a $ 5 0 , 0 0 0  d e f e r r e d  payment loan a t  t h r e e  ( 3 )  
p e r c e n t  interest  t o  t h e  p r o j e c t  from its Economic Davelopmant 
Revolv ing  Loan Fund. 
o n l y  a f t e r  s u f f i c i e n t  cue tomors  a r e  o b t a i n e d  i n  order t o  ,.,,:, 

4 *I 

,,: T h i s  l o a n  would become due and payab le  . 
Z e d U C G  the u s e r  ra tes  t o  approx ima te ly  $ 2 6 . 0 0  per month. . .  

" I 

I .,I..' I .  
T h i s  t h e  11th day  of Februa ry ,  1991. 

. , ,  

9 ,  , 
... 

FISCAL COURT OF 
., 

" I BY: 

. .  
.. ' ATTEST: 


